
OF THE UNITED STATES 

1 
In the Matter of 1 

1 
CLINTON/GORE ‘92 COklMITTEE, &tal. 1 W R  4877 

1 

RESPONDENTS’ RESPONSE TO TIME-BARRED COMPEAMT 
ON ISSUES PREVIOUSLY DECIDED BY COMMISSION 

Attempting to re-open the Federal Election Commission’s 1994 final and conclusive 

resolution of its audit of the 1992 campaign, (1s well as the Commission’s 1995 dismissal of 

MWR 4192 which dsed the Same allegations, complainants, Patricia and William Anderson, 

owners of Public Office Corporation (“POC”), repeat - at great length - previously known factual 

and legal contentions arising out of the 1992 audit. The Federal Election Commission 

(“Commission” or “FEC”) has already investigated and rejected - on two separate occasions - 
these identical allegations. Simply put, the complaint in this matter is nothing llpore than a 

rehash - by a disgruntled vendor - of previously decided Commission actions. 

Sifting through the myriad allegations in the complaint, it appears that POC’s primary 

contention concerns repayment of public funds. Complainants allege that the Commission 

should have required the Clinton for President Committee (“CPC”) to repay approximately $3 

million in federal matching funds. 

Complainants argue that the FEC Commissioners on December 16,1994 erred by failing 

to adopt the staff recommendation aeising out of the CPC audit a d  erred again on September 18, 

1995 in WR. 4192 in declining to approve the General Cotmsel’s recommendation of reason to 

believe that a violation ha$ occumd. The statement of reasons issued by the three 

Commissioners who voted against this recommendation i s  dear and unequivocal: 



Based upon the Commission’s regulations and prior Commission 
decisions, we concluded that the transfer was permissible under existing 
law and therefore voted against the General Counsel’s recommendations . . . . 
We strongly believe that there was not a violation under the old rules. 
This question, in fact, was decided at the ‘final and conclusive’ audit 
determination. 

Statement of Reasons ( M c G q ,  Thomas and McDonald) (September 18,1995) at 1 , l O .  This 

FEC dismissal in MUR 4192 was subsequently affirmed by the U.S. District Court for the 

District of Columbia and the Court of Appeals for the D.C. Circuit. Ciottlieb v. Federal Election 

Comm’n, 143 F.3d 618 (D.C. Cir, 1998). 

Other than their repetition of Commission-rejected legal positions taken by the FEC audit 

staff and the FEC General Comsei and heir repetition of arguments presented to Judge Hogan 

who dismissed their libel suit in POC v. Clinton for President Committee, No. 95-1264 (D.D.C. 

dismissed Dec. 15, 19981, a m d  Dending, No. 99-7002 (D.C. Cir.), the Andersons have little 

new to add. They have now recast their libel allegations -- somehow a reference to an unnamed 

vendor in the Committee’s response to an FEC audit report tainted the two earlier Commission 

results. Such an allegation is ludicrous. There is no causal or other relationship between the 

alleged libel and the two Commission resolutions. Nothing in any of the Commissioners’ written 

statements of reasons refers to or is dependent upon the identity or actions of any vendor. Their 

decisions were based solely on matters of law and complainant’s purported factual quibbles were 

immaterial to the Commissioners’ explicit statements of reasons. Therefore, there is no reason 

for the Commission to revisit, much less change, its previous legal resolutions of this issue. 

This complaint should be dismissed for the following reasons: 

I )  the FEC is barred from seeking any repayment from CPC by the three year statute of 

limitations imposed by the Federal Election Campaign Act (“FECA”) of repayments at 26 U.S.C. 

§9038(c); 

2) the FEC is barred from pursuing an enforcement action against CPC by the five year 

statute of limitations applicable to government proceedings for civil penalties at 28 U.S.C. 

82462; 
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3) the complainants are estopped on the basis of res judicaro and collateral estoppel from 

raising this issue as it has already been resolved in an audit and a previous MUR, md 

4) none ofthe allegations in the complaint describes a violation of the FECA. 

The instant complaint involves events that ofcurred at least five years ago and as many as 

seven years ago. During that time, CPC was represented by two different General Counsels, 

neither of whom is  a party to this matter. This Response is based on the best documentation 

available after the passage of so many years and on the best recollection of individuals involved 

at the time. 

FACTUAL BACKGROUND 

POC was a vendor to the Clinton campaign during the 1992 primaries, initially 

performing services relating to CPC’s threshold submission for matching funds, submitted to the 

FEC on November 15,1991. AAer continuing to perform services under a proposal dated 

December IO, 1991, POC and CPC entered a written contract, effective on March 1,1992 . This 

contract incorporated by reference the December 10,1991 proposal and specified that POC was 

to continue preparing matching fund submissions, and to continue to take ‘‘100’?40 responsibility 

for FEC compliance reporting.” Agreement, dated Febmaq 8, 1992 at section E. PQC did not 

perfonn services for the general election phase of the campaign but continued to provide services 

related to the primaries until terminated in January 26, 1995. 

Complainants’ main assertion is that CPC received approximately $3 million in matching 

funds for which the Commission should have required repayment. This allegation is based on 

contributions received by the campaign aAer President Clintan, then Governor czf Arkansas, was 

selected by the Democratic Party as its nominee. During the post election audit of CPC, the 

Audit Division argued that these contributions were primary contributions and had to be applied 

to primary debts or obligations before the Committee could receive further matching funds. 

CPC, however, argued that Commission regulations in actuality required that these contributions 

be treated as general election contributions. 
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Under 11 C.F.R. $1  IO.l(b)(2)(i), a contribution received &er an election, is attributed to 

the next election, unless otherwise designated in writing. This regulation &us specifies that 

contributions received after a candidate, including a Presidential candidate, is nominated, are 

general election contributions.’ The application of this regulation to the contributions in question 

meant that contributions received after President Clinton was nominated were general election 

(i.e., GELAC) contributions, m k s s  designated otherwise in writing. President Clinton was 

nominated on July 15,1992. In accordance with FEC regulations, CPC mated all contributions 

received after August 6, I992 as GELAC contributions unless the c~ntributo~ clearly designated 

them for the primary. 

On the theory that approximately $2.4 million in post nomination contributions should 

not have been transfed to the GELAC &e., shodd have been treated as primary funds), the 

Audit Division recommended that the Commission determine that CPC had received nearly that 

amount in public funds in excess of its entitlement, and that CPC be required to make a 

repayment. Report ofthe Audit Division on Clinton for President Committee, kcember 27, 

1994 at 89. However, the Commission did not follow the auditors’ recommendation and did not 

require such a repayment. Report of the Audit Division on Clinton for President Cornminee 

(December 27, 1994Xeejected by Federal Elation Comm’n on December 15, 1W4 by 3-3 vote.) 

Moreaver, ir! a subsequent enforcement action, MUR 4192, the Commission failed to find reason 

to believe that CPC had violated the FECA or public financing laws by treating the post 

nomination contributions as GELAC funds. MUR 4192 (dismissed by Federal Election Cornm’n 

on August 16. 1W5) Thus, the Commission has dealt with this issue, not once, but twice, before 

the filing of the instant complaint. 

I 

I 

are barred from accepting private contributions, except for contributions to a legal and accounting compliance fund 
(GELAC). 26 U.S.C. §9003(b)(2), I 1  C.F.R. 59003.3(a). 

Presidential candidates who receive the hll entitlement ofpublic funding for the general election campaign 
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LEGAL ANALYSlS 

1. The FEC is bared from seeking any repayment from CPC by 
FECA provision imposing three yea  limitation 

on repayment demands. 

The Presidential Primary Matching Payment Account Act prohibits the Commission from 

issuing a notification of repayment more than thFee years after the end of the matching payment 

period for the relevant election. 26 U.S.C. 4 9038(c).* In the case of CPC, the end ofthe 

matching payment period occurred an the date of President Clinton’s nomination at the 

Democratic National Convention on July 15,1992. Hence, the time limitation for the: 

Commission to demand a repayment from CPC expired on July 15,1995. It i s  now 1999, more 

than six years &r the end of the relevant matching payment period and more than three years 

after the date on which the Commission could have legally demanded a repayment. Hence, the 

Commission is barred by statute fmm seeking any repayment from CPC. Nothing in the 

complaint can overcome this statutory bar, and the complaint must be dismissed. 

2. The FEC is barred from pursuing an enforcement action against CPC 
by the five year statute of limitations a ~ ~ l ~ c ~ ~ l e  to all 

government proceedings for civil pmalties. 

Although the FECA does not specify an explicit time limitation for FEC enforcement 

actions, the statute of limitations which generally covers government proceedings has been held 

to apply to the FEC. Under 28 U.S.C. $2462, a proceeding fo r  the enforcement of a civil penalty 

is barred unless commenced within five years from the date when the claim first accrued. The 

time limitations of Section 2462 apply to FEC actions for penalties under the FECA. FEC v. 

Williams, 104 F.3d 237,239 (9th Cir. 1996); FEC v. National Right to Work Comm.. Inc., 916 

F. Supp. IO, 13 (D.D.C. 1996). Moreover, the limitations period runs from “We date of the 

ZUnder court interpretations ofthis provision, an Interim Audit Report does not constitute notification that will 
satisfy statutory requirements. Dukakis v. Federal Election Comm’n, 53 F.3d 361 (D.C. C i .  1995); Simon v. 
Federal Election Comm’q 53 F.3d 356 (D.C. Cir. 1995). Only a notification issued after completion of all agency 
procedures and within three years of a candidates nomination will meet statutory requirements. 
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violation giving rise to the penalty." 3M v. Browner, 17 F.3d 1453, 146263 (D.C. Cir. 1994); 

National Right to Work Corn. .  Inc., 916 F. Supp. at 13. 

The purported violations alleged in this complaint occurred in 1992.3 Clearly, the five 

year statute of limitations imposed by Seetion 2462 would bar the Commission from pursuing 

enforcement of any alleged violations in 1999. The complaint must thus be dismissed because 

any FEC enforcement is time barred. 

3. Complainants are estopped on the basis of res judicata and collated 
estoppel &om raising this issue as it has already been decided 

in an audit and in a previous enforcement action. 

In addition to resoiving this issue in its post election audit of CPC, the Commission has 

also resolved it in the enforcement process by rehing to find reawn to believe any violation of 

law from identical allegations of excessive payment of matching hnds to CPC in Matter Under 

Review (MUR) 4192. CPC Audit, December 15,1994 and MUR 4192, August 16,1995. 

Therefore, complainants are estopped on the basis ofres judicata and collateral estoppel from 

raising this issue as it has already been decided in an audit and a previous MUR. If the 

Commission were to entertain complaints in situations where it has already decided the very 

same issue with regard to the very Same respondents, then complainants would simply pepper the 

Commission with the same allegations over and over again. Hence, the Commission must 

dismiss this complaint because the same issues have already been decided as to the same 

respondent in a previous audit and MUR. 

4. None of the allegations in the complaint describes a violation of the FECA. 

a. The FEC audit and enforcement process has determined that there was no 
receipt of matching h d s  in excess of entitlement. 

As stated earlier, the main allegation in the complaint is that CPC received public funds 

in excess of its entitlement. However, the FEC audit and enforcement process has reached the 

opposite result by concluding that there was no receipt of matching funds in excess of 

3 
years ago. 

The allegations underiying this complaint concern redesignations which were made in 1992, or more than 6 
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entitlement. In any event, the receipt of public fbinds in excess of entitlement is not a violation. 

Rather, the receipt of public funds in excess of entitlement is a matter strictly confined to the 

audit process. 26 U.S.C. $9038(b)(1). The Commission in its post election audit of CPC hlly 

considered the issue of whether the Committee received public funds in excess of its entitlement 

as a result of its treatment of post-Convention contributions. The Commission did not require 

any repayment based on those contributions. That was simply the end of the matter as the 

enforcement process is not available where the alleged audited conduct is not found to be a 

violation of the statute. 2 U.S.C. $437g(a)( 1). 

b. POC had a history of failures in perfomiog services for CPC 

As former vendors to CPC, complainants’ allegations stem not from any violation of law 

by respondents,4 but rather h r n  their animosity toward the campaign, as a disappointed vendor 

that was not rehired for the 1992 general election campaign nor the 1996 campaigns. As 

explained above, POC provided services to CPC during the primary phase of the campaign. That 

contract was not renewed for the general election phase of the campaign when the work that POC 

performed as a vendor was brought in-house. 

POC’s performance was marked by many failures to render adequately the services 

required by its written agreements with CPC. POC had a contractual obligation to manage all 

aspects of CPC contributions, including submitting them for matching, obtaining any necessary 

contributor affidavits, and reporting them on FEC disclosure reports. POC had in the words of 

its agreement with CPC “1 00% responsibility for FEC compliance reporting,” including 

generating the reports and timely filing them. Proposal, December 10, 1991, at 1-2. POC’s 

errors, and the ensuing efforts to correct them, led to many problems for CPC. 

4 The allegations against Ms. Utrecht are particularly specious. Ms. Utrecht was never General Counsel of 
the I992 campaign. Hather, her law firm was retained in January, 1993, to represent the 1992 campaign in its post 
election audits, and it was in this capacity that Ms. Utrecht provided services to CPC. Indeed, in August 1992, at the 
time of the alleged “scheme” involving redesignations, she was in the hospital giving birth to her first child. Thus, 
she did not participate in the redesignation decisions in August through September 1992. As the attorney 
subsequently handling audit issues, she defended the Committee’s actions, on an after-the-fact basis. Complaint. 
Tab 2 at 97. 
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There was a major accuracy problem with Committee disclosure reports produced by 

POC. The significant inaccuracies and numerous errors in the reports were such that they could 

not be reconciled with CPC’s banking records. CPC hired an accounting firm to reconstruct 

accounting records and then on July 2, 1993 filed a complete set of accurate amended reports for 

each reporting period in 1992. (See Attachment 1, a spreadsheet showing discrepancies between 

POC’s original reports and the amended reports.) FEC auditors accepted the amended reports as 

materially correcting misstatements in the previous reports and no further action regarding the 

deficient reports was taken. Report of the Audit Division on Clinton for President Committee, 

December 27, 1994 at 6. 

The significance of POC’s errors can be found in the initially reported cash balmce 

figures. In their final Audit Report, FEC auditors noted that CPC’s reported ending cash balance 

at December 3 1,1992 was understated by over $200,000. Report of the Audit Division on 

Clinton for President Committee, December 27, 1994 at 5. However, that was not POC’s only 

cash balance error for that year. The October, 1992 report showed a cash balance that was 

understated by nearly $400,000, the May and June, 1992 reports showed cash balances which 

were understated by more than $300,000 and the November, 1992 report understated the cash 

balance by more than $200,000.~ 

In addition to the errors in cash balances, POC also overstated disbursements by almost 

$350,000 on the May, 1992 disclosure report and by over $188,000 on the October, 1992, 

disclosure report, while understating disbursements by approximately $200,000 on the July, 

1992 disclosure report. An additionai reporting error occurred on the December 3 1, 1991 report. 

POC incorrectly included payments to the Worthen National Bank for withholding taxes in the 

category of “other disbursements” on line 29 of the report. However, t h i s  payment should have 

been reported as an “operating expenditure” on line 23. This error resulted in understating the 

committee’s operating expenditures by $55,000. 

S The references WE to monthly disclosure reports filed on the 20th of each month during 1W2. 
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None of the reports filed in 1992 reported the correct amount for receipts and six of them 

had errors in the $14,000 to $28,000 range. Given the extent of POC’s management over CPC 

contributions, it is surprising that receipts were never reported comctiy by POC. 

in an attempt to avoid responsibility for these failures, Pat Anderson seeks to diminish 

PQC errors. In a July 9, 1993 memo to Bill Anderson, she admits to the $200,000 error in the 

ending cash balance for 1992, terming it an “oversight,” or a “typographical error.” Complaint, 

Tab. 13 at 1301 1-1 301 2. Similar assertions were made concerning the reporting error regarding 

payments to Worthen Bank. However, the emrs discussed above were neither isolated nor 

minor oversights, but instead amounted to a serious failure by POC to perform its contractual 

obligations. CPC was not aware of the extent of these errors until after the primary phase of the 

campaign was completed. When CPC took steps to correct emneous reports, POC was not fully 

cooperative about correcting its errors. so that CPC codd produce amended reprts.6 

POC also incorrectly instructed contributors redesignating excessive primary 

contributions to GELAC to back date their redesignations. The result was that some 

redesignations bore a date which was months before GELAC was even opened. CPC was forced 

to refund all excessive contributions not properly or timely dated. In an October 6, 1992 memo 

to CPC staff member Patty Redly, Pat Anderson apologizes for this error and admits that PCW: 

should have sought professional counsel on this issue. Complaint, Tab 13 at 13009-13010. 

Under its contract, Po@ had a clear obligation to process properly CPC contributions. By 

directing contributors to back date their redesignations, FQC once again did not adequately 

perfom- its contract obligations, resulting in refunds and a financial loss to the Gommittee.7 

Given POC’s poor performance. it is disingenuous for the Andersons to claim that CPC libeled 

them or that CPC received matching b d s  in excess of their entitlement. 

.e+ 
:- is 

jl 
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lack of cooperation. These memoranda demonstrate the fa% that POC’s reporting errors and subsequent lack of 
cooperation were a source of frustraaion to CPC. 
7 See lener from CPC General Coumel Christine Vamey to Fat Anderson infoming her thpt E ’ s  error 
resulted in the Committee having to refund all excessive contributions not properly or timely redesignated. 
Complaint, Tab 24 at 2404 1. 

See Attachment 2 pertaining to dccumentatiosl in the form of internal CPC memoranda concerning Poc’s 

9 
\ IW-61WI -083b192UI 



c. CPC did not make “false statements” in its Audit Response. 

Complainants first “false statement” accusation alleges that CPC in its Audit Response 

stated that POC obtained redesignations of post primary contributions to the Clinton/Gore 

GELAC. Complaint, Overview at 10. However, the Audit Response stated only that a “vendor” 

processed the redesignation.. . Response of Clinton for President Committee to the Interim 

Report of the Audit Division, July 6, 1994 at 40. The Audit Response never mentions POC as 

the vendor in charge of redesignations. Indeed, complainants themselves state that the 

redesignations were processed by a vendor, Schuh Advertising, thus demonstrating that the Audit 

Response was correct. Complaint. Overview at 7. In fact. POC’s own complaint includes a 

document showing that POC provided Schuh Advertising with the list of contributors who were 

to receive redesignations, thereby indicating that PO€ ma y  have made, or was involved in, the 

initial determination to treat these contributions as primary rather than general election 

contributions. Complaint, Tab 4 at 4004. 

More importantly, the identity of the entity that processed the redesignations was not a 

material fact in the CPC audit. Who processed the redesignations was inconsequential. llre 

determinative issues were the date on which the contributions were received and whether the 

contributions were designated in writing. The application of 1 I C.F.R. $1 lO.I(bX2XI) meant 

that contributions received aAer the date of President Clinton’s nomination were general election 

contributions, unless designated otherwise in writing. Which group, business or individual 

actually processed the redesignations was not a material fact and ofno consequence whatsoever. 

Complainants’ second principal “false statement” accusation is similarly misstated. 

Citing a reference in CPC’s Audit Response to an incentive clause in the contract of an unnamed 

vendor, Complainants contend that the incentive clause in 

Overview at 7. But, as with “false statement” one, above, the ”vendor” is  

nor was the language of the contract with any vendor a material fact in the Commission’s 

resolution of CPC’s audit. 

contract is different. Complaint, 

identified as FOC, 

10 



Complainants’ third principal “false statement” accusation is that CPC on the basis of 

“analysis of the post-convention contributions,” claimed that those contributions were not 

primary contributions. Complaint, Overview at 8.8 However, disputing a legal conclusion is not 

a fdse statement at all, but rather a disagreement over legal interpretation. Compllainants assert 

that when CPC determined that the post convention contributions should have been treated as 

general election contributions, it devised a strategy to cover up the fact that its analysis ofthose 

contributions had changed. Complaint, Overview at 6. Nothing could be further from the truth. 

indeed, CPC candidly stated in its Adit Response that “Since receipt of the Interim Report, staff 

have reviewed each contribution received after the date of ineligibili ty....” Respnse of Clinton 

for President Committee to the Interim Report of the Audit Division at 39. Thus, CPC made it 

quite clear that it was going back and recasting its earlier treatment of these contributions. 

Contrary to complainants’ assertion, there was rrothing surreptitious abut  this. 

In suminary. the CPC error that occurred involved the initial designation of the post 

convention contributions as primary, pather than general election, contFibrrtions. Who h d l e d  

the mechanics of the redesignation did not matter. CPC’s principal argument to the Commission 

and its auditors was not about who hapldled the designations, but that the post primary 

contributions were initially incorrectly treated as primary contributions and therefore 

unnecessari!~ redesignated because from the date the contributions were made. they were genemi 

election contributions as a matter of law under Commission regulations at 11 C.F.R. 9 

I iO.l(bH2Xi). 

d. CPC neither withheld information ~RXII Commission auditors nor 
presented false information to them 

Complainants repeatedly accuse CPC of withholding information from, or submitting 

false information to, the Commission. These conclusory and reckless accusations are not true. 

Moreover, since POC was not hired to represent CPC in the audit, complainants have no first 

n 
statement Uuee becomes “the second major false statement.”’ However counted, none is a false Uatenmt; none is 
material. 

The complaint, Overview at 10 combines statements one and IWO into .‘the first major false uament” md 
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hand knowledge of what documents were produced during the audit process. Their sole 

involvement was to produce tapes from their computerized data for the auditors to use during the 

audit. 

Complainants assert that FEC auditors newer saw the redesignations, i.e., CPC 

documentation on post convention contributions, as well as statements submitted by contributors 

authorizing redesignation to GELAC. This assertion is completely false. All designations 

were provided to the auditors. Indeed, CPC has logs showing that dwuments concerning 

designated contributions were provided to the auditors. These logs speciQ the date thzt 

redesignations documents were given to the FEC and the time of &heir return. Complainants 

have simply fabricated this assertion out of thin air. Ihe  auditors obviously saw the 

redesignation information, and hence were able to comment in the Final Audit Report on who the 

payees were on the those contribution checks. Report of the Audit Division on Clinton for 

President Committee, December 27, 1994 at 83. In the Final Audit Report, the auditors 

explicitly state that they saw the redesignations: 

Based on our review of contributions deposited, it appears that the 
Committee obtained redesignation letters and subsequently transferred 
the majority of the contributions to the Compliance Committee. 

Report of the Audit Division on Clinton for President Committee, December 27, 1994 at 79. 

Complainants assert that CPC did not divulge to FEC auditors or on its N W 0  the existence of 

ips "suspense account" into which post primary contributions were deposited. Complrrint, 

Overview at 3, Tab 2 at 3. In fact, CPC's Pn~gwt 3 I ,  I992 NOCO included the suspense 

account balance of $416.205. in the "cash in bank" line ofthat NWO.  Moreover, CPC provided 

auditors with all b i d  records on this account and the suspense account is specifically discussed 

in the final Audit Repart. Report of the Audit Division on Clinton for President Committee, 

December 27.1994 at 79.9 

V The complaint cites to an excnpt fim the General Counsel's repolr in MUR 4192 stating that CPC's 
NOCO presented an inaccurate picnUa: of tlre campaign's Gnancial status because it did not apply all private 
contributions to primary debt. Complaint, Tab 2 at 4. lhis statement is wrong. because it is predicated on the 
auditms' position that CPC pmt-conventim conUihtimonr could no2 be treated as general elxtian funds. 'fie 
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The complaint as=* that CPC withheld fkom the Commission work papers and bank 

reconciliations relating to the original disclosure reports filed with the Commission. As 

explained above, the original disclosure reports papared and filed by P W  were found by the 

auditors to contain material misstatements. Substantial amendments were required, as well as the 

correction of accounting information to reflect reconciliations between the bank documentation 

and reports. This process involved collecting and reconciling copies of CPC bank records to 

reconstruct Committee disclosure reports from its inception forward. Since the auditors knew 

that CPC was in the process of preparing amended repom for the entire campaign, during the 

fieldwork stage of the audit, the auditors agreed to audit the mended reports and corresponding 

workpapers without attempting to audit the original reports, which turned out to be emoneous. 

Thus, while it is c o m t  that CPC did not provide the workpapeps backing up the original reports, 

the reason was that this documentation was incorrect. Auditing the incorreci w~kpapers would 

have been useless once amendments had been filed. The implication in the complaint thrut the 

original workpapers were hidden or surreptitiously withheld by CFT is simply wrong. To the 

contrary, the workpapers were totally d o n e  so as to be accmte and comspnd with the 

comted reports. In short, CPC provided to the auditors everything given to the Cornittee by 

POC that was requested by the auditors and relevant IO the audit. 

The complainants assert that CPC submitted inaccurate N W 8  statements which did not 

disclose post primary contributions being designated t~ GELAC. In fact, a NW0 discloses only 

a Committee’s asset position (including cash), obligations and anticipated winding down costs. 

A N W 0  is not intended to disclose contributions, except to the extent that cash from those 

coritributkms still remains in Committee accoiules as ofthe date ofthe NOCO. As stated earlier, 

Commission clearly did not adopt the auditors’ position and therefore did not require CPC to make a repayment 
based on its treahnent of post convention contributions as general election funds. Hence, the General Counsel’s 
statement was not in accordance with the Commission’s disposition of the CPC audit, and, therefore, it was wrong. 
Moreover, the Commission in MUR 4192 did not approve the General Counsel’s recommendation, thus giving the 
statement in the report no effect. in my event, CPC’s post primary contributions, to the extent that they still 
remained in CPC accounts, were included in the Committee’s total assets listed on the NOCO. The total amount of 
these contributions was also included on the N W 0  as an obligation to GELAC. CPC’s obligations were then 
subtracted from its total assets to reach its deficit figure. 
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the NOCO submitted to the FEC on August 31.1992, disclosed all accounts in which CBC held 

assets, including the suspense account. (See Ataachment 3 which consists CPC NOCO filed as of 

August 3 1,1992.) To find disclosure of all committee contributions received, one must examine 

a committee’s disclosure reports, not its NOCO. As POC should well know, all contributions 

were disclosed monthly on CPC’s reports at Schedule A. The post primary contributions were 

reported on CPC’s Schedule A, filed on the 20th of each month after the primary & on 

August 20, 1992, September 20. 1992. etc.)1° Thus, the FEC auditors had cow?lete disclosure 

of all post primary contributions to CPC. In fact, POC prepared the tapes which included that 

information and was used during the audit prxess. 

Moreover, a Committee’s NOCO statement is constantly in flux as a committee’s assets 

and liabilities change, and as the Commission revises it. After the post paimar~l audit, a 

Committee’s NOCO is always revised as of the date of the candidate’s ineligibility to comply 

with Commission findings. This revision can occur as much as three years after the election. In 

the case of CPC, its original treatment of post primary contributions as general election assets 

turned out to be correct at the final audit stage because the Commission did not determine those 

contributions to be primary contributions. 

Complainants assert that CPC inflated winding down cost estimate to obtain more 

matching funds. This is a ridiculous assertion and FEC auditors did not make such a finding. In 

fact, CPC has actually spent more than its earlier estimates on winding down costs. Complaint, 

Tab 2 at 3. 

Complainants assert that CPC did not did not disclose the services rendered to CPC by 

W. P. Malone. This assertion is completeefy wrong. These services were described fully in 

CPC’s audit response and CPC provided documentation concerning payments to that vendor. 

Response of Clinton for President Cornminee to the Interim Report of the Audit Division at 17. 

Io  

reports filed on July 2. 1993. 
Any contributions erroneously disclosed on original completed by POC were later corrected in amended 
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e. Counsel's 1995 insfructions to terminated vendor POC to return all 
Committee documents and tapes to the Committee 

occurred after the completion of the FEC 
audit process and were entirely proper. 

Following conclusion ofthe FEC audit, it was entirely appropriate in January 1995 for 

counsel to the Committee, upon the termination of this particular vendor. to demand the return of 

confidential information belonging to the Committee that was in the possession of the now 

terminateci vendor. Complaint, Tab 2 at 33. This instruction occurred after PO€ had transferred 

all data pertaining to the campaign fiom its computer files to CPC. POC computer files 

contained the list of Clinton campaign contributors. It was the campaign's responsibility to 

maintair! sole control over that list to ensure that POC did not share it with ather entities or 

campaigns, a situation which might result in a potential illegal contribution by CPC. Therefore, 

important that duplicate information in the possession of POC Be returned or destroyed. 

Section 396 of the Restatement (Second) of Agency emphasizes that after the termination 

ofthe agency, the agent has a duty to the principal not to use or to disclose to third persons 

confidential matters given to that agent only for that agent's performance of duties for the 

principal. Indeed. it is now routine for vendor contracts to provide for the return or destruction 

of copies of such documents at the conclusion of the engagement. Such a request is neither 

unusual, unprecedented, nor illegal. Indeed, the only illegality in the hdersons' complaint is 

their admitted retention - wrongfidly - of copies of documents and computer tapes belonging to 

the Committee. 

CONCLUSION 

This complaint by a disgruntled former 1992 vendor and disappointed 1995-98 litigant is 

frivolous. Disagreeing with the legal agumenis of campaign attorneys, the Andersons 

mischaracterize these legal arguments as a "conspiracy to defraud and any statement with which 

they disagree as a "false statement." However, stripped of its rhetoric, this complaint has no 



substance, recycles arguments twice rejected by the Commission, and seeks relief barred by the 

three- and five-yeat statutes of limitations. It should be summarily dismissed. 

Respecthlly submitted, 
I --, 

- .  
Post Ofice Box 8 
Charles Town, WV 25414 

Hog& L Hartson, L.E.P. 
555 Thirteenth Street, NW. 
Washington, D.C. 20004 

Attorneys for Respondents 
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Xttachment 2 

.. 

. -. 

MEPIORANDm - December 31, 1992 
TO: Barbara Yates 

FROM: Ellen Johnson 

SUBJECT: Status of FEC Amendment work 

Since December 16, there has been no significant progress 
correcting the primary disbursements on the POC database. 

Pat Anderson was basically unavailable from December 17 thru the 
27, and when we began working again !I%esday, Dec 29, we EOWICI 
that many of the changes and corrections we h n her w e e k s  
before were still not in her system. Pat SQ- completely 
disorganized an this identification and correction process, I 
believe in part because she has delegated much of the work to 
Yeung. The meticulous attention our database needs is just not 
available a t  p6C under these conditions. 

My suggestion is this: sand Deana to p6C on Momlay, am& with our 
reconciled bank statements, voids, and outstanding checks. This 
demand for uninterrupted work time with Pat should produce r 
within 48 hours, and Keeley and Patty could begin the m e  
process by Wednesday, confident that the disbursements database was 
completely correct. 

I have no confidence whatsoever that Pat's d i ~ b u K ~ e ~ ~ n t  taps will 
be completely accurate if produced under elhe current haphazard 
conditions. 



XEMORANDUM-January 4, 1993 

TO: Barbara Yates 

.- 

FROM: Ellen Johnson 

SUBJECT: PEC Report Amendments 

To complete the accounting work on the FEC report disbursemaents, I 
need the following: 

For every checking account, I nced a lisging of disbursements 
sorted and totaled by month written (drafts by month cleared). 
This will include the New York, E3lykhevill.e and Jonesbaro accounts, 
as well as all Little Rock accounts. I have previously received 
corrected printouts on payroll only. 

For each accountp I need a printout of miscellaneous debits, 
credits and transfers. The previous printout has had corrections 
and a revised version is needed immediately, 

Once again, after conversations both Deanma and I have had with Pat 
last week, I have no confidence that all of our previous 
identifications, corrections and changes have been accomplished by 
mc . 



M E M O R A N D U M  

TO : Barbara Yates 
FROM: Deanna Higgins 
DATE: January 14, 1993 

RE : POC/Pat Anderson 

I wanted to inform you of the problems we continue to have with Pat 
in getting the reports we need to Pile the amended FEC reports. I 
have talked with her several times this week regarding items we 
still need and items that still need to be corrected in the POC 
system. I requested printouts on the media account on Monday o f  
this week. Pat told me she would fax them to me as soon as she had 
them in the format I was needing. As of today I still have not 
received these printouts. 

Pat called me Wednesday afternoon in regards to a taps she was 
running for the  amended returns. She could not get her numbers to 
reconcile to our numbers. I explained to her that we knew there 
would be timing differences and we arc prepared to reconcile these 
differences as soon as we get the reports we are needing. Ellen 
and I explained to her today that if she will just send us the 
reports and let us work with the numbers, we will send her our 
reconcjliations proving the differences between the numbers. She 
has not been cooperative in doing what we ask of her. If she would 
just trust us and send us the reports in the format, w e  have 
requested we,could get the reports filed in a timely manner. c. 



MEMORANDUM - January 14, 1993 
TO: Barbara Yates 

FROM: Ellen Johnson 

Deanna and I have spent most of the morning dealing with Pat. In 
the process of running the disburseaent tapes and third quarter 
1991 report, she encountered the timing differences which Reanna 
and I had previously identified and reconciled on our workpapers. 
we've spent most of the morning on conference call with Keeley and 
Patty trying to explain that those timing differences are not 
errors, and are meaningless to them in terms of the total 
disbursements. 

Also, attached is a memo to Pat which is another request to produce 
the printouts we need for the final file copy, complete with the 
last few changes we identified. (Pat insisted that we could just 
pencil in the changes rather than reprint--I insisted on a final 
copy shewing the changes in the computet.) We've been asking for 
this all week, as you know. 

The final plan, which we've all agreed on, is this: Pat will ship 
us tonight everything we've asked for in this memo. W e  will then 
sit down with Keeley and Patty and go over our workpapers 
reconciling the timing differences. We will then take Pat's 
version of cash on hand and reconcile her cash to our cash, taking 
into azcount these timing differences. 

Pat ran the disbursements tape yesterday, even though we hadnut 
seen her firf$i'l corrections. When I asked Patty for a hard copy of 
what Pat reported so that we could check it one more time before it 
was filed, she told me that there wasn't time--it would be filed 
yesterday whether it was correct or not. 

And so it goes. 



MENORFlNDUN - January 14, 1993 
TO: Pat Anderson 

FROM: Ellen Johnson 
Deanna Higgins 

To recap our conversation, these are the documents you will be 
sending tonight: 

1. All checks, printed by date issued, in the following accounts: 
Operating 
Pa yrol 1 
Media 
New York 
Jonesboro 
Blytheville 
suspense 

2. All transfers between these accounts 
3. All wire transfers 
4 .  All ne€ debito andlor credits 
5. ~ l l  miscellanesus debits (bank charges, etc.) 
6. In-Kind contributions 
7. Your cash gxids, by month 

In refurn,- we will supply you, Keeley and Patty with 
reconciliations proving both your cash balances and total 
disbursements, month by month. 

I'm confident that the reconciliations w e  will show Keeley and 
Patty t e a m o m o w  afternoon will answer any questions you have. 

w. 



Attachment 3 

CLINTON FOR PRESIDENT 

AS OF 813 7/92 
STATEMENT OF NET OUTSTANDING CAMPAIGN OBLlGATlONS 

Asas 
Cash on Hand 0' 
Cash in Bank 508,720' 
Accounts receivable: 

Ecrtimned Matching 
funds 8ue 9/3 1,788,615 

Press & secret ser- 
vice receivables 1 16,802' 
Estimated Depcoitr +' 

2,038,985 

Capitat assets 
Other a m 0  
Amounts due from 

Joint Fundraising 

TOTAL ASSUS 

QBLlGATlONS 

Accounts payable for 
Qualified Campaion 
Exmnses: 

Estimated Wind Down Cost 
7/16/92-7/16/95 (projetxed 
termination dare)' 

FEC Reports & Match Fees 
Salaries and Penefits 
Storage 
Rent 
Supplies & Overhead 
Legal & Acccuming Foes 

TOTAL OBLIGATIONS 

NOCO-Ceficit 

642,000' 
449,624' 

1.800 
31,800 
48.000 
802.4Q0'0 

Q 
0 

Q 

2,547,705 2.547.705 

3,350,548' 

13,350,5481 

12,055,629) 

(5,406,1721 G.406.i 7?4 

(2,858,4671 



I 

1. Cash on Hand - no petty cash maintained. 
2. This figure reflects the Cormnittee's bank balances as o f  August 

3. The Committee has discovered additional. press and secret 
service receivables, and has discounted certain press debts as 
uncollectable. 

4. This amount reflects a 
return of some deposits and transfers of other outstanding deposits 
to general election accounts. 

5. The Committee has liquidated all capital assets. 

6. Account6 payable include a listing of the COl l l l l l l t tCe 'S  accounts 
payable in the system, known outstanding payables not yet An the 
system, and estimated contingent liabilities. 

7. Tho Committee no longer believes fundraising fees will be 
required for its wind down efforts. 

8. The Cornittee has re-estimated this categary, adding $197,590, 
and paying 97,590 during this period. 

9. The Cornittee has determinod that its salaries costs will be 
$158,0QO than originally estimated. Additionally, the Cornittee 

10. The Cownittee has determined that  its legal and accounting 
gees were underestimated by $ f O O , O Q O .  Additionally the CoEtmittee  
paid $17,600 in fees this period. 

1 -  
L 

31, 1992. 

Depofiits havs been reduced by $85,513. 

*' expended $93,376 this period. 


